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Producers  58  (4-89)  —  Paid-Up 
With  640  Acres  Pooling  Provision 


PAID-UP  OIL  AND  GAS  LEASE 
(No  Surface  Use) 

THIS  LEASE  AGREEMENT  is  made  this  i£day  of  August,  2008,  by  and  between,  Jerry  Gene  Ward  and  wife  Peggy  Jo  Ward,  whose  addresses  are  1404  Endieott  Dr.  Arlington  TX 
76018  and  1631  E.  Inman  Parkway,  Apartment  #6,  Beloit,  WI  53511  respectively,  Lessor  (whether  one  or  more),  and  FOUR  SEVENS  ENERGY  CO..  IJ.C.  wture  address  is  201  Main 
Street,  Suite  1455,  Fort  Worth,  Texas  76102,  as  Lessee.  All  printed  portions  of  this  lease  were  prepared  by  the  party  hereinabove  named  as  Lessee,  but  all  o.her  provisions  (including  (he 
completion  of  blank  spaces)  were  prepared  jointly  by  Lessor  and  Lessee. 

called'  le^erSe's011       ^  ^  "  ^       ^      C0VCnanfS  'ierei"  ^  *****  ^  ^  ^  letS  exclusi^  »°  Lessee  the  following  described  land,  hereinafter 

LOT  3,  BLOCK  9,  QAKBROOK  ADDITION,  A  REVISION  QF  THE  FIRST  INSTALLMENT.  AN  ADDITION  TO  THE  CITY  OF  ARLINGTON-  TARRANT  COUNTY 
TEXAS,  ACCORDING  TO  THE  PLAT  THEREOF  RECORDED  IN  VOLUME  388-145.  PAGE  6S.  PLAT  RECORDS  OF  TARRANT  COUNTY.  TEXAS. 

lll^lSr?  °I Tma0tt  ST  °f  TEX^S'J WntainmS         gross  acres,  more  or  less  (including  any  interests  therein  which  Lessor  may  hereafter  acquire  by  reversion  prescription  or 
Sw^nhtSr6  °feXP,0nhDg  f^vel°P'^  Pachas  and  marketing  oil  and  gas,  along  with  all  hydrocarbon  and  nor.  hydrocarbon  substances  produced  in  ass^iaSTewith 
^  •cal/seism.c  operations).  The  term  "gas"  as  used  herein  includes  helium,  carbon  dioxide  and  other  commercial  gases,  as  well  as  hydrocarbon  gases  In  addition  to  the^tove- 

leased  premises  and  m  consideration  of  the  aforement.oned  cash  bonus.  Lessor  agrees  to  execute  at  Lessee's  request  any  additional  or  supplemental  instruments  for  a  more  comolete  or 
"Z£*Z$2™^    "  ^  **      PUiP°Se  of  *teonM* the  ™*  °f  »y  ^  laities  hereunder,  the  number  of  gross  acres  S^^Sa^S^S^. 

«,h^'  71115  *****  J!**?  fS  3  "Pa'?"UPr  leaSC  requiHng  "°  rCntal£-  Sha"  be  in  fOTCe  f0r  3  primaTy  ,erra  of  three  <3>  *ears  from  **  date  for  as  long  thereafter  as  oil  or  gas  or  other 

substances  covered  hereby  are  produced  □,  paymg  quan.it.es  from  the  !eased  premises  or  from  lands  pooled  therewith  or  this  lease  is  otherwise  maintained  ,n  effect  pSi  !o7bf^i2S 

3.  Royalties  or,  oil,  gas  and  other  substances  produced  and  saved  hereunder  shall  be  paid  by  Lessee  to  Lessor  as  follows;  (a)  For  oil  and  other  liquid  hydrocarbons  seoarated  at  Las-', 

C°nt'nUlnfhnel,t  t0  P^1886  su,ch  Product'on  at  che  we,lhea«  ™*<*  price  then  prevailing  in  the  same  field  (or  if  there  is  no  such  price  then  prevailing  in  the 
ereby  J£  of ZSl^  T2  t  ^lm%^  ^oduc.ion  of  similar  grade  and  gravity;  (b)  for  gas  (including  casinghead  gas)  and  all  other  substances  covered 
Si^^LSib  Shtrin?  n^T        ^  by  Lessee  from  the  sale  thereof,  less  a  proportionate  part  of  ad  valorem  taxes  and  production,  severance,  or  o.her  excise  taxes  and  the 
™  Z   Mih  ^  Z  ,  de.llven[1BVP,ocesjsinS.or  oAe™)se  marketing  such  gas  or  other  substances,  provided  that  Lessee  shall  have  the  continuing  right  to  purchase  such  production  at  the 

t tn Sof ^LPnnl™?™  V  «™P»niWe  P"™t*»  contacts  entered  tnto  on  the  same  or  nearest  preceding  date  as  the  date  on  which  Lessee  commences  its  purchases  hereunder;  and  (c) 
if  at  the  end  of  the  pnmary  term  or  any  time  thereafter  one  or  more  wells  on  the  leased  premises  or  lands  pooled  therewith  are  capable  of  either  producing  oil  or  gas  or  other  substances  cowred 

wells  shall  nevertheless  be  deemed  to  be  producing  m  paying  quantities  for  the  purpose  of  maintaining  this  lease.  If  for  a  period  of  90  consecutive  days  such  well  or  wells  are  shut  in  or 
In 'the  Hen"  °  t/^8  ^  *  L~- *«i  Lessee  sha»  W  ^t-in  royalty  of  one  dollar  per  acre  then  covered  by  this  lease,  such  paymen  to  b  mX.o  Lesso  ort^rWdi 

in  the  depottory  designated  below,  on  or  before  the  end  of  sa.d  90-day  period  and  thereafter  on  or  before  each  anniversary  of  the  end  of  said  «May  period  while  the  well  or ZeUsSl TsnutSo 
production  therefrom  „  not  being  sold  by  Lessee;  provided  that  if  this  lease  is  otherwise  being  maintained  by  operations,  or  if  production  is  ^  ^^^^^J^SZ 
the  leased  premises  or  lands  pooled  (herewith,  no  shut-in  royalty  shall  be  due  until  tbe  end  of  the  90-day  period  next  following  cessation  of  such  operations  « ^roducti^n  Lele Vs  fainni  to 
properly  pay  shut-,n  royalty  shall  render  Lessee  liable  for  the  amount  due,  but  shall  not  operate  to  terminate  this  lease.  operations     production.  Lessee  s  failure  to 

4_  All  shut-tii  royalty  payments  under  this  lease  shall  be  paid  or  tendered  to  Lessor  or  to  Lessor's  credit  in  at  Lessor's  add^  alw^  or  its  successors  which  shall  be  Lessor's  deoositorv 
rfhT  T"?  ^ardlCSS  f  Crg6S.m  the  0WnerShip  °f  S3ld  l£U,d-  A"  Pa>'ments  or  tenilers  .^y  be  made  in  currency,  or  by  check 
the  e"  i  0;  ^ 

?,  a  I  lloryihould  '"luldate  or  ^  succeeded  by  another  institution,  or  for  any  reason  fail  or  refuse  to  accept  payment  hereunder.  Lessor  shall  at  Lessee's  request  deliver  to  Lessee  a  nmni 
recordable  instrument  naming  another  institution  as  depository  agent  to  receive  payments.  request.  aeu\  er  to  Lessee  a  proper 

pooled  StT!^^^^^- ^ USSCC  dril'(S  3  Wf "  iS,iDCapable  °f  pr°dUCine  in  P3yine  quantities  0~fter  called  "dry  hole")  on  the  leased  premises  or  lands 
pooled  therewith,  or  if  all  production  (whether  or  not  ,n  paying  quantities)  permanently  ceases  from  any  cause,  including  a  revision  of  unit  boundaries  pursuant  to  the  provisions  of  Paracranh 6 
or  the  action  of  any  governmental  authority,  then  in  the  event  this  lease  is  not  otherwise  being  maintained  in  force  it  shall  nevertheless  rema.n  in S  TusZ  ^nl  o^S  for 
ZZ^^tolln^X^Tr'  Wf  01  ^  ^  rininS  --^^P^-ion  on  the  leased  premises  or  lands  Zl^^S^S^S^ 
k^l^^^J^ZT^?    y     J  T  °f  311  Productlon'  If  at  the  end  of  t,ie  Primary  *™>°r*  ^  ^e  thereafter,  this  lease  is  not  otherwise  being  maintained  in 

nr  1^  ^!  i        T$  8>  T°?mg  °r  *"y  °ther  °Peratl0ris  reasonably  calculated  to  obtain  or  restore  production  therefrom,  this  lease  shall  remain  in  force  so  Ion,-  as  an~v 

iZZ  JlonI  h  J^ft      T  "*  Pr0Tfed  Wlth  n°.CeSSal,on  of  more  than  90  co^-e  days,  and  if  any  such  operations  result  in  the  production  of  oil  or  gas  or  ot b« ^  suSSnce"  covets 
™de^  Less  e  Tl S  ^ST^^  ^  ^T™  ^  **  "  pranises  °r  ,ands  P°°led  ,herewi,h"  After  «™Pleti«.  of  a  well  capable  of  producing  in  p  y  ng  qu^t  S 
it   i      a  add.tronal  wells  on  the  leased  premises  or  lands  pooled  therewith  as  a  reasonably  prudent  operator  would  drill  under  the  same  or  similar  cireumstanceTto  S 

develop  the  leased  premises  as  to  format.ons  then  capable  of  producing  in  paying  quantities  on  the  leased  premises  or  lands  pooled  therewith  or  (b)  to  ^TheleSed ^reTses  fr<2 

,n  nt'^ST^  "ff  bT-  °T 0buga',i^ t0  P°01  a"  °r  any  P3"  °me  leased  t*™™  or  interest  therein       My  olhcr  lands  or  ""er^sts,  as  to  any  or  all  depths  or  zones  and  as 

1TZ     aVbT     ?™**l*y  to*  lease,  e.ther  before  or  after  the  commencement  of  production,  whenever  Ussee  deems  it  necessary  or  proper  to  do  so  in border  SSh S  or 

ESI?  f  ,  !f"T^  "hedler^r'  S'm' ^  P°0ling  aUth0rily  CXiStS  ^  ^  t0  SUC"  olher  lands  or  inM    The  unit  Smed  by  Sch  p^g  for  an  Z  wdl  lichls  not  a 

£Z?o?S* STSL  nT8 pt \™x7r acrcage ¥MBCe of,0%' "d for a gas we,[ or a hori20ntal completion shal] not exceed «o «L p£.^LS2  cSge 

J  ?  3     ,  ^   .        y  611  f0r  311  011  Wdl  0r  635  wdl  or  "oraontal  completion  to  conform  to  any  well  spacing  or  density  pattern  that  mav  be  nrescribed  or 

Coft^^  W  d0S°-  F°r  thlPUip°Se  °f  1116  f°r«  -d  i  we.?'  shah  have  ^^S^^  byTp  i-bte 

law  or  the  appropriate  govemmen  al  authonty,  or,  rf  no  definition  ts  so  prescribed,  "oil  well"  means  a  well  with  an  initial  gas-oil  ratio  of  less  than  100  000  cubic  feet  oer  barrel  and  3™  wri  " 

S    f  e,UIVat1!?  CeStf,n,  eqi"Pment;  ^  llVem  "h0riz0ntal  ^P'^tion"  means  a  well  in  which  the  horizontal  component  of  the  grL  wmpLrJin^ 

vertical  component  thereof.  In  exercising  its  pooling  rights  hereunder.  Lessee  shall  file  of  record  a  written  declaration  describing  the  unit  and  stating  th  ^ffS  dat^ ^  of  S  Soduc  ion 
dnh^orreworkmg^ 

premises,  except  tha  the  production  on  which  Lessor's  royalty  is  calculated  shall  be  that  proportion  of  tbe  total  unit  production  which  the  net  ac^age  covered  bySS STncTuded  kSe 
unt  bears  to  the  total  gross  acreage  m  the  unit,  but  only  to  the  extent  such  proportion  of  unit  production  is  sold  by  Lessee.  Pooling  in  one  or  more  instances  shall  i5S?L^swet™^ 

detZtaZ'rLe  bv  Sj?  iTZl  J  V  ^  ™  by  the  Eovemmental  authority  having  jurisdiction,  or  to  conform  to  any  productive  acreage 

reSrioTe^ent  ^'"f        *  ^  SbB"  ^  °f  ^  3  written  dedaration  describin«  tlle  revised  unit       stating  the  effective  date  of 

^^  ^S^US^i^T^  h  '  mj?r  eXC'Uded  ^      Uni'  bV  V,rtUe  °f  SUCh  revisi0n' the  ^nion  of  CTit  Produclion  o«  which  royalties  are  payabte 

S  ^7  1  h  i  ?  adJusted  accc'rdlIie1y-  5> tlie  absence  of  production  m  paying  quantities  from  a  unit,  or  upon  permanent  cessation  thereof.  Lessee  may  terminate  the  unit  by  filine 
Of  record  a  written  declarat.on  describing  the  unit  and  slating  the  date  of  termination.  Pooling  hereunder  shall  not  constitute  a  cross-conveyance  of  interests.  6 

nrrJJi^  *  ™Zl7  u  1  "  a"  °f  Sny  part  °f  &e  ^  premises,  the  royalties  and  shut-in  royalties  payable  hereunder  for  any  well  on  any  part  of  the  leased 

premises  or  hinds  pooled  therewith  shall  be  reduced  to  the  proportion  that  Lessor's  interest  in  such  part  of  the  leased  premises  b^ 


8.  The  interest  of  either  Lessor  or  Lessee  hereunder  may  be  assigned,  devised  or  otherwise  transferred  in  whole  or  in  part,  by  area  and/or  by  depth  or  zone,  and  the  rights  and  obligations 
of  the  parties  hereunder  shall  extend  to  their  respective  heirs,  devisees,  executors,  administrators,  successors  and  assigns.  No  change  in  Lessor's  ownership  shall  have  the  effect  of  reducing  the 
rights  or  enlarging  the  obligations  of  Lessee  hereunder,  and  no  change  in  ownership  shall  be  binding  on  Lessee  until  60  days  after  Lessee  has  been  furnished  the  original  or  certified  or  duly 
authenticated  copies  of  the  documents  establishing  such  change  of  ownership  to  the  satisfaction  of  Lessee  or  until  Lessor  has  satisfied  the  notification  requirements  contained  in  Lessee's  usual 
form  of  division  order.  In  the  event  of  the  death  of  any  person  entitled  to  shut-in  royalties  hereunder.  Lessee  may  pay  or  tender  such  shut-in  royalties  to  the  credit  of  decedent  or  decedent's 
estate  in  the  depository  designated  above.  If  at  any  time  two  or  more  persons  are  entitled  to  shut-in  royalties  hereunder.  Lessee  may  pay  or  tender  such  shut-in  royalties  to  such  persons  or  to 
their  credit  in  the  depository,  either  jointly  or  separately  in  proportion  to  the  interest  which  each  owns.  If  Lessee  transfers  its  interest  hereunder  in  whole  or  in  part  Lessee  shall  be  relieved  of  all 
obligations  thereafter  arising  with  respect  to  the  transferred  interest,  and  failure  of  the  transferee  to  satisfy  such  obligations  with  respect  to  the  transferred  interest  shall  not  affect  the  rights  of 
Lessee  with  respect  to  any  interest  not  so  transferred.  If  Lessee  transfers  a  full  or  undivided  interest  in  all  or  any  portion  of  the  area  covered  by  this  lease,  the  obligation  to  pay  or  tender  shut-in 
royalties  hereunder  shall  be  divided  between  Lessee  and  the  transferee  in  proportion  to  the  net  acreage  interest  in  this  lease  then  held  by  each. 

9.  Lessee  may,  at  any  time  and  from  time  to  time,  deliver  to  Lessor  or  file  of  record  a  written  release  of  this  lease  as  to  a  full  or  undivided  interest  in  all  or  any  portion  of  the  area  covered 
by  this  lease  or  any  depths  or  zones  thereunder,  and  shall  thereupon  be  relieved  of  all  obligations  thereafter  arising  with  respect  to  the  interest  so  released.  If  Lessee  releases  all  or  an  undivided 
interest  in  less  than  all  of  the  area  covered  hereby.  Lessee's  obligation  to  pay  or  tender  shut-in  royalties  shall  be  proportionately  reduced  in  accordance  with  the  net  acreage  interest  retained 
hereunder. 

10.  In  exploring  for,  developing,  producing  and  marketing  oil,  gas  and  other  substances  covered  hereby  on  the  leased  premises  or  lands  pooled  or  unitized  herewith,  in  primary  and/or 
enhanced  recovery.  Lessee  shall  have  the  right  of  ingress  and  egress  along  with  the  right  to  conduct  such  operations  on  the  leased  premises  as  may  be  reasonably  necessary  for  such  purposes, 
including  but  not  limited  to  geophysical  operations,  the  drilling  of  wells,  and  the  construction  and  use  of  roads,  canals,  pipelines,  tanks,  water  wells,  disposal  wells,  injection  wells,  pits,  electric 
and  telephone  lines,  power  stations,  and  other  facilities  deemed  necessary  by  Lessee  to  discover,  produce,  store,  treat  and/or  transport  production.  Lessee  may  use  in  such  operations,  free  of 
cost,  any  oil,  gas,  water  and/or  other  substances  produced  on  the  leased  premises,  except  water  from  Lessor's  wells  or  ponds.  In  exploring,  developing,  producing  or  marketing  from  the  leased 
premises  or  lands  pooled  (herewith,  the  ancillary  rights  granted  herein  shall  apply  (a)  to  the  entire  leased  premises  described  in  Paragraph  1  above,  notwithstanding  any  partial  release  or  other 
partial  termination  of  this  lease;  and  (b)  to  any  other  lands  in  which  Lessor  now  or  hereafter  has  authority  to  grant  such  rights  in  the  vicinity  of  the  leased  premises  or  lands  pooled  therewith. 
When  requested  by  Lessor  in  writing,  Lessee  shall  bury  its  pipelines  below  ordinary  plow  depth  on  cultivated  lands,  No  well  shall  be  located  less  than  200  feet  from  any  house  or  barn  now  on 
the  leased  premises  or  other  lands  used  by  Lessee  hereunder,  without  Lessor's  consent,  and  Lessee  shall  pay  for  damage  caused  by  its  operations  to  buildings  and  other  improvements  now  on 
the  leased  premises  or  such  other  lands,  and  to  commercial  timber  and  growing  crops  thereon.  Lessee  shall  have  the  right  at  any  time  to  remove  its  fixtures,  equipment  and  materials,  including 
well  casing,  from  the  leased  premises  or  such  other  lands  during  the  term  of  this  lease  or  within  a  reasonable  time  thereafter. 

11.  Lessee's  obligations  under  this  lease,  whether  express  or  implied,  shall  be  subject  to  all  applicable  laws,  rules,  regulations  and  orders  of  any  governmental  authority  having 
jurisdiction  including  restrictions  on  the  drilling  and  production  of  wells,  and  the  price  of  oil,  gas,  and  other  substances  covered  hereby.  When  drilling,  reworking,  production  or  other 
operations  are  prevented  or  delayed  by  such  laws,  rules,  regulations  or  orders,  or  by  inability  to  obtain  necessary  permits,  equipment,  services,  material,  water,  electricity,  fuel,  access  or 
easements,  or  by  fire,  flood,  adverse  weather  conditions,  war,  sabotage,  rebellion,  insurrection,  riot,  strike  or  labor  disputes,  or  by  inability  to  obtain  a  satisfactory  market  for  production  or 
failure  of  purchasers  or  carriers  to  take  or  transport  such  production,  or  by  any  other  cause  not  reasonably  within  Lessee's  control,  this  lease  shall  not  terminate  because  of  such  prevention  or 
delay,  and  at  Lessee's  option,  the  period  of  such  prevention  or  delay  shall  be  added  to  the  term  hereof.  Lessee  shall  not  be  liable  for  breach  of  any  express  or  implied  covenants  of  this  lease 
when  drilling,  production  or  other  operations  are  so  prevented,  delayed  or  interrupted. 

12.  In  the  event  that  Lessor,  during  the  primary  term  of  this  lease,  receives  a  bona  fide  offer  which  Lessor  is  willing  to  accept  from  any  party  offering  to  purchase  from  Lessor  a  lease 
covering  any  or  all  of  the  substances  covered  by  this  lease  and  covering  all  or  a  portion  of  the  land  described  herein,  with  the  lease  becoming  effective  upon  expiration  of  this  lease,  Lessor 
hereby  agrees  to  notify  Lessee  in  writing  of  said  offer  immediately,  including  in  the  notice  the  name  and  address  of  the  offeror,  the  price  offered  and  all  other  pertinent  terms  and  conditions  of 
the  offer.  Lessee,  for  a  period  of  fifteen  days  after  receipt  of  the  notice,  shall  have  the  prior  and  preferred  right  and  option  to  purchase  the  lease  or  part  thereof  or  interest  therein,  covered  by  the 
offer  at  the  price  and  according  to  the  terms  and  conditions  specified  in  the  offer. 

13.  No  litigation  shall  be  initialed  by  Lessor  with  respect  to  any  breach  or  default  by  Lessee  hereunder,  for  a  period  of  at  least  90  days  after  Lessor  has  given  Lessee  written  notice  fully 
describing  the  breach  or  default,  and  then  only  if  Lessee  fails  to  remedy  the  breach  or  default,  within  such  period.  In  the  event  the  matter  is  litigated  and  there  is  a  final  judicial  determination 
that  a  breach  or  default  has  occurred,  this  lease  shall  not  be  forfeited  or  canceled  in  whole  or  in  part  unless  Lessee  is  given  a  reasonable  time  after  said  judicial  determination  to  remedy  the 
breach  or  default  and  Lessee  tails  to  do  so. 

14.  For  the  same  consideration  recited  above.  Lessor  hereby  grants,  assigns  and  conveys  unto  Lessee,  its  successors  and  assigns,  a  perpetual  subsurface  well  bore  easement  under  and 
through  the  leased  premises  for  the  placement  of  well  bores  (along  routes  selected  by  Lessee)  from  oil  or  gas  wells  the  surface  locations  of  which  are  situated  on  other  tracts  of  land  and  which 
are  not  intended  to  develop  the  leased  premises  or  lands  pooled  therewith  and  from  which  Lessor  shall  have  no  right  to  royalty  or  other  benefit.  Such  subsurface  well  bore  easements  shall  run 
with  the  land  and  survive  any  termination  of  this  lease. 

15.  Lessor  hereby  warrants  and  agrees  to  defend  title  conveyed  to  Lessee  hereunder,  and  agrees  that  Lessee  at  Lessee's  option  may  pay  and  discharge  any  taxes,  mortgages  or  liens 
existing,  levied  or  assessed  on  or  against  the  leased  premises.  If  Lessee  exercises  such  option.  Lessee  shall  be  subrogated  to  the  rights  of  the  party  to  whom  payment  is  made,  and,  in  addition  to 
its  other  rights,  may  reimburse  itself  out  of  any  royalties  or  shut-in  royalties  otherwise  payable  to  Lessor  hereunder.  In  the  event  Lessee  is  made  aware  of  any  claim  inconsistent  with  Lessor's 
title,  Lessee  may  suspend  the  payment  of  royalties  and  shut-in  royalties  hereunder,  without  interest,  until  Lessee  has  been  furnished  satisfactory  evidence  that  such  claim  has  been  resolved. 

16.  Notwithstanding  anything  contained  to  the  contrary  in  this  lease,  Lessee  shall  not  have  any  rights  to  use  the  surface  of  the  leased  premises  for  drilling  or  other  operations. 

17.  Lessor,  and  their  successors  and  assigns,  hereby  grants  Lessee  an  option  to  extend  the  primary  term  of  this  lease  for  an  additional  period  of  two  (2)  years  from  the  end  of  the  primary 
term  by  paying  or  tendering  to  Lessor  prior  to  the  end  of  the  primary  term  the  same  bonus  consideration,  terms  and  conditions  as  granted  for  this  lease. 

1 S.  This  lease  may  be  executed  in  counterparts,  each  of  which  is  deemed  an  original  and  all  of  which  only  constitute  one  original. 

DISCLAIMER  OF  REPRESENTATIONS:  Lessor  acknowledges  that  oil  and  gas  lease  payments,  in  the  form  of  rental,  bonus  and  royalty,  are  market  sensitive  and  may  vary  depending  on 
multiple  factors  and  that  this  Lease  is  the  product  of  good  faith  negotiations.  Lessor  understands  that  these  lease  payments  and  terms  are  final  and  that  Lessor  entered  into  this  lease  without 
duress  or  undue  influence,  Lessor  recognizes  that  lease  values  could  go  up  or  down  depending  on  market  conditions.  Lessor  acknowledges  that  no  representations  or  assurances  were  made  in 
the  negotiation  of  this  lease  that  Lessor  would  get  the  highest  price  or  different  terms  depending  on  future  market  conditions.  Neither  party  to  this  lease  will  seek  to  alter  the  terms  of  this 
transaction  based  upon  any  differing  terms  which  Lessee  has  or  may  negotiate  with  any  other  lessors/oil  and  gas  owners. 


SEE  ATTACHED  "EXHIBIT  A"  FOR  ADDITIONAL  PROVISIONS. 


IN  WITNESS  WHEREOF,  this  lease  is  executed  to  be  effective  as  of  the  date  first  written  above,  but  upon  execution  shall  be  binding  on  the  signatory  and  the  signatory's  heirs,  devisees, 
executors,  administrators,  successors  and  assigns,  whether  or  not  this  lease  has  been  executed  by  all  parties  hereinabove  named  as  Lessor. 

iESSOR  (WHETHER  ONE  OR  MORE) 
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8.  The  interest  of  either  Lessor  or  Lessee  hereunder  may  be  assigned,  devised  or  otherwise  transferred  in  whole  or  in  part,  by  area  and/or  by  depth  or  zone,  and  the  rights  and  obligations 
of  the  parties  hereunder  shall  extend  to  their  respective  heirs,  devisees,  executors,  administrators,  successors  and  assigns.  No  change  in  Lessor's  ownership  shall  have  the  effect  of  reducing  the 
rights  or  enlarging  the  obligations  of  Lessee  hereunder,  and  no  change  in  ownership  shall  be  binding  on  Lessee  until  60  days  after  Lessee  has  been  furnished  the  original  or  certified  or  duly 
authenticated  copies  of  the  documents  establishing  such  change  of  ownership  to  the  satisfaction  of  Lessee  or  until  Lessor  has  satisfied  the  notification  requirements  contained  in  Lessee's  usual 
form  of  division  order.  In  the  event  of  the  death  of  any  person  entitled  to  shut-in  royalties  hereunder,  Lessee  may  pay  or  tender  such  shut-in  royalties  to  the  credit  of  decedent  or  decedent's 
estate  in  the  depository  designated  above.  If  at  any  time  two  or  more  persons  are  entitled  to  shut-in  royalties  hereunder.  Lessee  may  pay  or  tender  such  shut-in  royalties  to  such  persons  or  to 
their  credit  in  the  depository,  either  jointly  or  separately  in  proportion  to  the  interest  which  each  owns.  If  Lessee  transfers  its  interest  hereunder  in  whole  or  in  part  Lessee  shall  be  relieved  of  all 
obligations  thereafter  arising  with  respect  to  the  transferred  interest,  and  failure  of  the  transferee  to  satisfy  such  obligations  with  respect  to  the  transferred  interest  shall  not  affect  the  rights  of 
Lessee  with  respect  to  any  interest  not  so  transferred.  If  Lessee  transfers  a  full  or  undivided  interest  in  all  or  any  portion  of  the  area  covered  by  this  lease,  the  obligation  to  payor  tender  shut-in 
royalties  hereunder  shall  be  divided  between  Lessee  and  the  transferee  in  proportion  to  the  net  acreage  interest  in  this  lease  then  held  by  each. 

9.  Lessee  may,  at  any  time  and  from  time  to  time,  deliver  to  Lessor  ot  file  of  record  a  written  release  of  this  lease  as  to  a  full  or  undivided  interest  in  all  or  any  portion  of  the  area  covered 
by  this  lease  or  any  depths  or  zones  thereunder,  and  shall  thereupon  be  relieved  of  all  obligations  thereafter  arising  with  respect  to  the  interest  so  released.  If  Lessee  releases  all  or  an  undivided 
interest  in  less  than  all  of  the  area  covered  hereby,  Lessee's  obligation  to  pay  or  tender  shut-in  royalties  shall  be  proportionately  reduced  in  accordance  with  the  net  acreage  interest  retained 
hereunder. 

10.  In  exploring  for,  developing,  producing  and  marketing  oil,  gas  and  other  substances  covered  hereby  on  the  leased  premises  or  lands  pooled  or  unitized  herewith,  in  primary  and/or 
enhanced  recovery,  Lessee  shall  have  the  right  of  ingress  and  egress  along  with  the  right  to  conduct  such  operations  on  the  leased  premises  as  may  be  reasonably  necessary  for  such  purposes, 
including  but  not  limited  to  geophysical  operations,  the  drilling  of  wells,  and  the  construction  and  use  of  roads,  canals,  pipelines,  tanks,  water  wells,  disposal  wells,  injection  wells,  pits,  electric 
and  telephone  lines,  power  stations,  and  other  facilities  deemed  necessary  by  Lessee  to  discover,  produce,  store,  treat  and/or  transport  production.  Lessee  may  use  in  such  operations,  free  of 
cost,  any  oil,  gas,  water  and/or  other  substances  produced  on  the  leased  premises,  except  water  from  Lessor's  wells  or  ponds.  In  exploring,  developing,  producing  or  marketing  from  the  leased 
premises  or  lands  pooled  therewidi,  the  ancillary  rights  granted  herein  sliall  apply  (a)  to  the  entire  leased  premises  described  in  Paragraph  1  above,  notwithstanding  any  partial  release  or  other 
partial  termination  of  this  lease,  and  (b)  to  any  other  lands  in  which  Lessor  now  or  hereafter  has  authority  to  grant  such  rights  in  the  vicinity  of  the  leased  premises  or  lands  pooled  therewith. 
When  requested  by  Lessor  in  writing.  Lessee  shall  bury  its  pipelines  below  ordinary  plow  depth  on  cultivated  lands.  No  well  shall  be  located  less  than  200  feet  from  any  house  or  bam  now  on 
the  leased  premises  or  other  lands  used  by  Lessee  hereunder,  without  Lessor's  consent,  and  Lessee  shall  pay  for  damage  caused  by  its  operations  to  buildings  and  other  improvements  now  on 
the  leased  premises  or  such  other  lands,  and  to  commercial  timber  and  growing  crops  thereon.  Lessee  shall  have  the  right  at  any  time  to  remove  its  fixtures,  equipment  and  materials,  including 
well  casing,  from  the  leased  premises  or  such  other  lands  during  the  term  of  this  lease  or  within  a  reasonable  time  thereafter. 

1 1 .  Lessee's  obligations  under  this  lease,  whether  express  or  implied,  shall  be  subject  to  all  applicable  laws,  rules,  regulations  and  orders  of  any  governmental  authority  having 
jurisdiction  including  restrictions  on  the  drilling  and  production  of  wells,  and  the  price  of  oil,  gas,  and  other  substances  covered  hereby.  When  drilling,  reworking,  production  or  other 
operations  are  prevented  or  delayed  by  such  laws,  rules,  regulations  or  orders,  or  by  inability  to  obtain  necessary  permits,  equipment,  services,  material,  water,  electricity,  fuel,  access  or 
easements,  or  by  fire,  flood,  adverse  weather  conditions,  war,  sabotage,  rebellion,  insurrection,  riot,  strike  or  labor  disputes,  or  by  inability  to  obtain  a  satisfactory  market  for  production  or 
failure  of  purchasers  or  carriers  to  take  or  transport  such  production,  or  by  any  other  cause  not  reasonably  within  Lessee's  control,  this  lease  shall  not  terminate  because  of  such  prevention  or 
delay,  and  at  Lessee's  option,  the  period  of  such  prevention  or  delay  shall  be  added  to  the  term  hereof.  Lessee  shall  not  be  liable  foT  breach  of  any  express  or  implied  covenants  of  (his  lease 
when  drilling,  production  or  other  operations  are  so  prevented,  delayed  or  interrupted. 

12.  In  the  event  that  Lessor,  during  the  primary  term  of  this  lease,  receives  a  bona  fide  offer  which  Lessor  is  willing  to  accept  from  any  party  offering  to  purchase  from  Lessor  a  lease 
covering  any  or  all  of  the  substances  covered  by  this  lease  and  covering  all  or  a  portion  of  the  land  described  herein,  with  the  lease  becoming  effective  upon  expiration  of  this  lease.  Lessor 
hereby  agrees  to  notify  Lessee  in  writing  of  said  offer  immediately,  including  in  the  notice  the  name  and  address  of  the  offeror,  the  price  offered  and  all  other  pertinent  terms  and  conditions  of 
the  offer.  Lessee,  for  a  period  of  fifteen  days  after  receipt  of  the  notice,  shall  have  the  prior  and  preferred  right  and  option  to  purchase  die  lease  or  part  thereof  or  interest  therein,  covered  by  the 
offer  at  the  price  and  according  to  die  terms  and  conditions  specified  in  the  offer. 

13.  No  litigation  shall  be  initiated  by  Lessor  with  respect  to  any  breach  or  default  by  Lessee  hereunder,  for  a  period  of  at  least  90  days  after  Lessor  has  given  Lessee  written  notice  fully 
describing  the  breach  or  default,  and  then  only  if  Lessee  fails  to  remedy  the  breach  or  default,  within  such  period.  In  the  event  the  matter  is  litigated  and  there  is  a  final  judicial  determination 
that  a  breach  or  default  has  occurred,  this  lease  sliall  not  be  forfeited  or  canceled  in  whole  or  in  part  unless  Lessee  is  given  a  reasonable  time  after  said  judicial  determination  to  remedy  the 
breach  or  default  and  Lessee  fails  to  do  so. 

14.  For  the  same  consideration  recited  above.  Lessor  hereby  grants,  assigns  and  conveys  unto  Lessee,  its  successors  and  assigns,  a  perpetual  subsurface  well  bore  easement  under  and 
through  the  leased  premises  for  the  placement  of  well  bores  (along  routes  selected  by  Lessee)  from  oil  or  gas  wells  the  surface  locations  of  which  are  situated  on  other  tracts  of  land  and  which 
are  not  intended  to  develop  the  leased  premises  or  lands  pooled  therewith  and  from  which  Lessor  shall  have  no  right  to  royalty  or  other  benefit.  Such  subsurface  well  bore  easements  shall  run 
with  the  land  and  survive  any  termination  of  this  lease, 

15.  Lessor  hereby  warrants  and  agrees  to  defend  title  conveyed  to  Lessee  hereunder,  and  agrees  that  Lessee  at  Lessee's  option  may  pay  and  discharge  any  taxes,  mortgages  or  liens 
existing,  levied  or  assessed  on  or  against  the  leased  premises.  If  Lessee  exercises  such  option.  Lessee  shall  be  subrogated  to  the  rights  of  the  party  to  whom  payment  is  made,  and,  in  addition  to 
its  other  rights,  may  reimburse  itself  out  of  any  royalties  or  shut-in  royalties  otherwise  payable  to  Lessor  hereunder.  In  the  event  Lessee  is  made  aware  of  any  claim  inconsistent  with  Lessor's 
title.  Lessee  may  suspend  the  payment  of  royalties  and  shut-in  royalties  hereunder,  without  interest,  until  Lessee  has  been  furnished  satisfactory  evidence  that  such  claim  has  been  resolved. 

1 6.  Notwithstanding  anything  contained  to  die  contrary  in  this  lease.  Lessee  shall  not  have  any  rights  to  use  the  surface  of  the  leased  premises  for  drilling  or  other  operations. 

17.  Lessor,  and  their  successors  and  assigns,  hereby  grants  Lessee  an  option  to  extend  the  primary  term  of  this  lease  for  an  additional  period  of  two  (2)  years  from  the  end  of  the  primary 
term  by  paying  or  tendering  to  Lessor  prior  to  the  end  of  the  primary  term  the  same  bonus  consideration,  terms  and  conditions  as  granted  for  this  lease. 

18.  This  lease  may  be  executed  in  counterparts,  each  of  which  is  deemed  an  original  and  all  of  which  only  constitute  one  original. 

DISCLAIMER  OF  REPRESENTATIONS:  Lessor  acknowledges  that  oil  and  gas  lease  payments,  in  the  fomi  of  rental,  bonus  and  royalty,  are  market  sensitive  and  may  vary  depending  on 
multiple  factors  and  that  this  Lease  is  the  product  of  good  faith  negotiations.  Lessor  understands  that  these  lease  payments  and  terms  are  final  and  that  Lessor  entered  into  this  lease  without 
duress  or  undue  influence.  Lessor  recognizes  that  lease  values  could  go  up  or  down  depending  on  market  conditions.  Lessor  acknowledges  that  no  representations  or  assurances  were  made  in 
the  negotiation  of  this  lease  that  Lessor  would  get  the  highest  price  or  different  terms  depending  on  future  market  conditions.  Neither  party  to  this  lease  will  seek  to  alter  the  terms  of  this 
transaction  based  upon  any  differing  terms  which  Lessee  has  or  may  negotiate  with  any  other  lessors/oil  and  gas  owners. 


SEE  ATTACHED  "EXHIBIT  A"  FOR  ADDITIONAL  PROVISIONS. 

IN  WITNESS  WHEREOF,  this  lease  is  executed  to  be  effective  as  of  the  date  first  written  above,  but  upon  execution  shall  be  binding  on  the  signatory  and  the  signatory's  heirs,  devisees, 
executors,  administrators,  successors  and  assigns,  whether  or  not  this  lease  has  been  executed  by  all  parties  hereinabove  named  as  Lessor. 

LESSOR:  (WHETHER  ONE  OR  MORE) 


PEGGY  JO  WARD 
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STATE  OF  TCKC^r 
COUNTY  OF 


This  instrument  was  acknowledged  before  me  on  the 


i6 


CURTIS  JACKSON 

Notary  Public  / 

STATE  Of  TEXAS  j 


tO/06/09 


J 


STATE  OF  TEXAS 
County  of  


Book 


This  instrument  was  filed  for  record  on  the 
 M.,  and  duly  recorded  in 


Page 


of  the 


ACKNOWLEDGMENT 


day  of  A,^^''     .  20^.  by  JERRY  GENE  WARD. 


Notary  Public,  State  of  

Notary's  name  (printed) 
Notary's  commission  expires: 


RECORDING  INFORMATION 


.day  of. 


20  ,  at 


records  of  this  office. 

By  


Clerk  (or  Deputy) 


o'clock 


v?.v..- i 


STATS  OF  Wl$c£&<trt 
.COUNTY  OF  ^S.vlS 

J  his  instrument  was  acknowledged  before  me  on  the 


ACKNOWLEDGMENT 
I        dav  of  A-a6utT 


Notary  Publio?State  of  [a/jX^aJSj  r^t 
Notary's  nairfe  (printed)  i  i 

Notary's  commission  expires:  Q  i ^£ ^00* 


RECORDING  INFORMATION 

STATE  OF  TEXAS 

County  of  

This  instrument  was  filed  for  record  on  the  day  of  ,  20  ,  at  o'clock 

 M.,  and  duly  recorded  in 

Book  ,  Page  ,  of  the  records  of  this  office. 

By  

Clerk  (or  Deputy) 


EXHIBIT  "A" 
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Attached  to  and  made  a  part  of  that  certain  Paid-Up  Oil  and  Gas  Lease  (No  Surface  Use)  dated  the  ]£_  day  of  ft~jf  , 
2008,  by  and  between  Jerry  Gene  Ward  and  wife  Peggy  Jo  Ward,  Lessor,  and  FOUR  SEVENS  ENERGY  CO.,  LX.C.,  as 
Lessee. 

19  Addendum  Provisions  Govern:  The  foregoing  Addendum  and  the  provisions  of  the  Addendum  shall  supersede  and  govern  the  provisions  of  the  lease,  wherever 
those  provisions  are  in  conflict  with  the  Addendum.  This  lease,  including  the  Addendum,  shall  inure  to  the  benefit  of,  and  be  binding  upon  the  parties  hereto  and  other 
respective  heirs,  representatives,  successors  and  assigns. 


20  Royalty-  It  is  agreed  and  understood  that  Lessor's  royalty  interest  will  never  be  charged  with  any  part  of  Lessee's  direct  cost  of  producing,  storing,  separating, 
dehydrating  compressing,  transporting  (excluding  common  carrier  tariffs  if  the  sales  price  is  a  market  value  price  at  a  delivery  point  significantly  removed  from  the 
wellhead  )  It  is  agreed  between  the  Lessor  and  Lessee,  that,  notwithstanding  any  language  herein  to  the  contrary,  ail  oil,  gas  or  other  proceeds  accruing  to  the  Lessor 
under  this  lease  or  by  state  law  shall  be  without  deduction  for  the  cost  of  producing,  gathering,  storing,  separating,  treating,  dehydrating,  compressing,  processing, 
transporting,  and  marketing  the  oil,  gas  and  other  products  produced  hereunder  to  transform  the  product  into  marketable  form;  however,  any  such  costs  which  result  in 
enhancing  the  value  of  the  marketable  oil,  gas  or  other  products  to  receive  a  better  price  may  be  deducted  from  Lessor's  share  of  production  so  long  as  they  are  based  on 
Lessee's  actual  cost  of  such  enhancements.  However,  in  no  event  shall  Lessor  receive  a  price  that  is  less  than,  or  more  than,  the  price  received  by  Lessee. 
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